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Previous governments spread around Venezuela's oil bonanza by subsidizing basic goods for the
poor, installing a modern underground railway system in Caracas, and providing the private sector
with a preferential exchange rate. In the process, some 400 governmental institutions and companies
were created. Carlos Andres Perez's first term as president, 1974 to 1979, occurred during the oil
boom. He nationalized the oil industry in 1975. In 1988, Venezuela's trade balance was in deficit
for the first time in 10 years, by $515 million. The overall balance of payments, including costs of
"invisibles," showed a $4.39 billion deficit. Last year, Venezuela sold 1.62 million barrels of oil per
day for a total $8.15 billion, compared to 1987 figures of 1.52 million barrels per day for $9.05 billion.
In 1987, gross domestic product rose 3%, and in 1988, 4.2%. Venezuela's foreign debt totals some
$32 billion, more than $1,750 per capita. Perez's predecessor, Jaime Lusinchi of the same party,
Accion Democratica, spent $28 billion over five years to service the debt. In 1987 alone, the payments
absorbed nearly 70% of export income. At year-end 1988, independent sources have reported that
foreign reserves were down to $500 million, and most reserves consisted of gold. On March 3,
President Perez told foreign reporters that the explosion of anger over his government's austerity
policies had been a "great lesson." Nonetheless, he reiterated his determination to implement largescale changes to modernize and liberalize the economy. Meanwhile, said Perez, the government
would continue to provide subsidies to Venezuela's poor. On March 1, Perez ordered a 2,000-bolivar
($50) hike in monthly wages for the private sector to match a similar increase for public sector
employees decreed in the previous week. Perez has abolished the preferential exchange rate for
importers that allowed them to obtain one dollar for 14.5 bolivars instead of 39 bolivars, frozen the
number of civil servants, who represent 15% of the labor force, and removed restrictions on interest
rates and prices. (Basic data from AFP, 03/03/89)

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute.
All rights reserved.

Page 1 of 1

